STATE OF MAI NE Docket No. 98- 306
PUBLI C UTI LI TI ES COVMM SSI ON
April 28, 1998

PUBLI C UTI LI TI ES COVMM SSI ON NOTI CE OF RULEMAKI NG
Bill Unbundling and Illustrative
Bills (Chapter 309)

VEELCH, Chairnman; NUGENT and HUNT, Commi sSioners

Pursuant to 35-A MR S. A 8§ 3213(1), the Comm ssion proposes
arule that requires bill unbundling and illustrative bills.
35-A MR S. A § 3213(1) states:

Begi nni ng January 1, 1999, electric utilities
shall issue bills that state the current cost
of electric capacity and energy separately
fromtransm ssion and di stribution charges
and ot her charges for electric service. By
January 31, 1998, each electric utility shal
file wwth the comm ssion a bill unbundling
proposal. The comm ssion shall conplete its
review of those proposals and adopt a rule
establ i shing unbundl ed bill requirenents by
July 1, 1998. Rules adopted under this
subsection are routine technical rules
pursuant to Title 5, chapter 375,

subchapter I1-A
The purpose of bill unbundling is to provide electric
consuners with an illustration of one of the effects of electric

restructuring that will occur on March 1, 2000. At that tine, a
conpetitive market will exist for generation services, and they
will be sold separately fromdelivery services (transm ssion and
distribution). Delivery services will continue to be sold under
regul ation by transm ssion and distribution (T&) utilities.

Bill unbundling reflects one aspect of electric restructuring

t hrough the separation of current bills into two conponents:
generation services (electric energy and capacity) and delivery
services (transm ssion and distribution). Present bills conbine
the prive of those two conponents in a single rate for total

el ectric service (or set of rates, if the custoner's rate

i ncl udes a demand and energy conponents).

Prior to commencing this Rul emaki ng, the Conm ssion
conducted an Inquiry into i ssues concerning bill unbundling.
Public Utilities Commission, Inquiry Into Rules Governing Bill
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Unbundling, Docket No. 97-587 in which the Comm ssion solicited
and recei ved coments. In addition, the Comm ssion held a
techni cal conference on March 25, 1998 to di scuss vari ous i ssues.

In part because of comments nmade during the Inquiry, we
propose a rule that should require relatively little preparation
and retooling of bills by utilities. It will not require
unbundl ed bills to contain substantial anounts of new
information. The rule does not require extensive analysis for a
utility to determne the illustrative generation service rate or
rates that will be unbundled. It requires unbundling only of the
illustrative generation service rates and the anount that remains
after that unbundling, characterized as "delivery services." It
does not require (although it permts) illustrative generation
rates stated in bills to reflect a rate design for generation
servi ce.

By the terns of proposed section 2, the rule applies only to
bills issued before restructuring occurs, i.e., bills issued
bet ween January 1, 1999 and February 29, 2000. If we determ ne
that it is necessary to regulate the formor |evel of detai
after restructuring, we wll do so in a different proceeding.

Because of the relative sinplicity of the rule, we do not
find that it is necessary to describe and explain in this Notice
each section or to provide a rationale for nost of the policy
choi ces. Neverthel ess, explanations of a few sel ected provisions
may be hel pful.

8§ 3 Prelimnary Filing of Unbundl ed Generation Rates;

Appr oval
Section 3 requires each electric utility to file a
proposed illustrative unbundl ed rate for generation service (or

rates, if the utility chooses to apply a rate structure to
generation rates, as is permtted by 8 5(A)(1)(c)). At the
techni cal conference held in the Inquiry, various possible
standards for establishing the | evel of these rates were

di scussed, e.g., long-run margi nal cost of generation and the
current prices that certain utilities pay for generation under
contract. W propose only a general standard that the unbundl ed
rate should attenpt to represent the nmarket price in the current
or near term W see no reason to require utilities to expend
great effort to predict precisely future rates in the conpetitive
generation market. The purpose of bill unbundling is to provide
custoners an illustration of the fact that generation and
delivery services will be sold separately under electric
restructuring and that bills will reflect that separation.
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The unbundl ed rates for generation service that are
required by this chapter are illustrative. They are not filed
rates wthin the neaning of 35-A MR S. A. § 304. Accordingly, it
is not necessary for the Conm ssion to approve the rates or to
determ ne that they are "just and reasonable."” The approval of
these illustrative rates is delegated to the Director of
Techni cal Anal ysis, who nust determne only that the basis for
utility's estimate is reasonable and that it reasonably reflects
current or near term market conditions.

8 4 Prelimnary Filing of Proposed Bills: Approval of
For mat

Thi s proposed section delegates to the Director of the
Consuner Assistance Division (CAD) the obligation to approve the
format of bills that will be issued by utilities after January 1,
1998. The Director is to determne only that the format conplies
with the format requirenments of sections 5(A)(2) and 5(B)(2).
The actual content of unbundled bills (the rate and charge
information and the informational statenment) is stated in
proposed section 5.

8§ 5 Contents and Format of Unbundled Bills

Proposed section 5 describes the content and the formt
for the unbundled rate and charges information that wll appear

on bills. It requires separation of current bills into three
conponents: illustrative generation rates and charges; delivery
rates and charges (the difference between total rates and charges
and the illustrative generation rates and charges); and total

rates and charges. Each of these conponents nust appear
Sseparately.

Section 5 also requires a specified informtional
statenent to be included on each bill. The infornational
statenent describes electric restructuring and the purpose of
show ng separate rates and charges for generation and delivery
servi ces.

8§ 6 Rate Design for Standard O fer Biddi ng and Service;
Updating of Bills

Chapter 301 of the Comm ssion's rules (Standard O fer
Service), sections 2(A)(2) and (3) state that the rate structure
for standard offer service shall be as established in this rule
(Chapter 309). Section 2(A)(3) states:

Rates for standard offer service shal
be a uni form percentage, across and within
custoner cl asses, of each unbundl ed
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generation rate el enent of the core custoner
cl asses of the transm ssion and distribution
utilities, as established by the Comm ssion
in the bill unbundling proceedings for each
transm ssion and distribution utility
pursuant to 35-A MR S. A 8§ 3213(1).

Section 7(B)(2) of Chapter 301 states that standard offer bidders
shall "conformto the requirements of [Chapter 301, ]
sections 2(A)(2), (3) and (5)."

Est abl i shing a reasonabl e rate design for standard
of fer service in advance of the bidding process is critical,
because, under Chapter 301, standard offer bidders nmust bid a
single uniform percentage of all established rate elenents. As
di scussed above, for the purpose of illustrative generation rates
and illustrative bill unbundling, we have not proposed that
utilities nust establish and apply a rate design to those rates.
Rat her, they may use a single rate across all rate classes. The
rule does permt utilities to apply a rate design and to have
different rates for different rate classes, but it may not be
feasible for all utilities to do so. In any event, any such rate
desi gn woul d be conjectural and is not likely to be sufficiently
precise to be used for the purpose of standard offer bidding or
standard offer service. It is also not feasible for the
Comm ssion to establish a sufficiently precise rate design for
standard offer bidding and service prior to January 1, 1999, the
date that bills nust be unbundl ed and state an illustrative rate
for generation service.

We propose in this rul emaking that section 6(A) wll
serve as the repository for the rate design that nust be used for
standard of fer bidding and standard offer service, but that
actual substantive rate and rate design structure decisions wll
t ake pl ace el sewhere, nost likely in the proceedings that the
Conmi ssion is conducting pursuant to 35-A MR S. A 88 3208 and
3209. The Comm ssion wll make every attenpt to conplete its
rate design findings in those proceedings prior to August 1,

1999, but if it is not possible to do so, we wll nmake use of the
exi sting evidence and other information in those cases, or
information that is available fromother proceedings. |If the
Comm ssion determnes that it is necessary, pursuant to due
process considerations or otherw se, to conduct a separate
proceedi ng for the purpose of making those rate structure
findings, it will do so.

This Rul emaking will be conducted according to the
procedures set forth in 5 MR S. A 88 8051-8058. No public
hearing on this matter is presently schedul ed, but one will be
held if requested by any five (5) interested persons. Persons
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wi shing to request a public hearing on this rule nmust notify the
Adm nistrative Director, Public UWilities Comm ssion, 242 State
Street, 18 State House Station, Augusta, Mine 04333-0018

(tel ephone: 207-287-3831), on or before May 15, 1998.

Written comments on the proposed rule may be filed with the
Adm nistrative Director no later than June 5, 1998. Please refer
to the docket number of this proceeding, Docket No. 98-306, when
subm tting comments.

In accordance wwth 5 MR S. A 8§ 8057-A(1), the fiscal inpact
of the proposed rule is expected to be mninmal. It is not
expected to i npose an econom ¢ burden on small businesses.

The Adm nistrative Director shall send copies of this O der
and the attached rul e:

1. All electric utilities in the State;

2. Al'l persons who have filed with the Comm ssion within
the past year a witten request for Notice of
Rul emaki ng;

3. Al'l persons listed on the Conmi ssion's |ist of persons
who wi sh to receive notice of all electric
restructuring proceedi ngs;

4. Al'l persons listed on the service list or who filed
comments in the Inquiry in Docket No. 97-587,

5. The Secretary of State for publication in accordance
wth 5 MRS A 8 8053(5); and

6. Executive Director of the Legislative Council, State
House Station 115, Augusta, Maine 04333 (20 copies).

By |law, the Comm ssion nust conclude this rul emaking
proceedi ng and adopt a rule by July 1, 1998.

Accordingly, it is
ORDERED
1. That the Adm nistrative Director send copies of this
Order and the attached proposed rule to all the persons |isted

above and conpile a service list of all such persons and any
persons submtting witten conments on the proposed Rul e.
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2. That the Adm nistrative Director send a copy of the
Order Commrenci ng Rul emaki ng Proceeding to the Secretary of State

for publication in accordance with 5 MR S. A 8§ 8053.

Dat ed at Augusta, Miine this 28th day of April, 1998.
BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COW SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt



